DEPARTMENT OF ECONOMIC AFFAIRS

State of the Economy

Over the past five years, the Indian economy has moved to a higher growth path. In
the period 2003-04 to 2007-08 it averaged 8.8 per cent per annum growth in Gross Domestic
Product (GDP) at constant 1999-2000 prices. On the demand side, this step-up in the growth
rate has been largely on account of a significant rise in investment growth. On the supply
side, at the sectoral level, this was manifest in strong growth in industry and sustained high
contribution from services sector. During this period, inflation remained broadly in the
moderate zone; fiscal consolidation proceeded apace and external sector remained robust.
However, following the global commodity price shock towards the second half of 2007-08
and the initial impact of the global financial crisis, there were signs of slowdown in growth in
the last quarter of 2007-08. Subsequently this was accentuated with the deepening of the
global financial crisis and the freezing of international financial markets in September 2008.
There was a global slowdown which impacted the Indian economy as well. As a result, the
overall GDP growth in India moderated to 6.7 per cent during 2008-09 (RE) as compared to
the 9.0 per cent in 2007-08. In comparison to other emerging economies and major developed
countries that slipped into a recession, the GDP growth in India reflected resilience of its
economy. The timely policy response to the global crisis and the sustained fiscal stimulus
helped in moderating the decline in growth. In the last quarter of 2008-09 (Jan—March, 09),
the economy is estimated to have grown at 5.8 per cent — the same level as in the third quarter
indicating some stabilisation of the economy following the steep decline in growth.
Moreover, with the Quarterly data released by the CSO on August 31, 2009 showing a GDP
growth of 6.1 per cent in Q1 of 2009-10 along with revival in IIP growth figures in recent
months, there is a distinct sign of a pickup in the economy. However some uncertainties
related to the impact of monsoon failure on agriculture output and overall demand, as well as
the timing of the global economic revival remain.

GDP Growth 2008-09 (Revised Estimates)

The overall growth of GDP at factor cost at constant prices for 2008-09 as per revised
estimates released by CSO (on 29 May 2009) has been placed at 6.7 per cent. The growth
achieved in 2008-09 is lower than the advance estimate of 7.1 per cent released earlier in
February 2009. This is because the growth rate of all the sectors (barring community, social
and personal services and construction) fell short of the growth assumed in the advance
estimates for the last quarter of 2008-09. The sectors that experienced significant reduction
in growth compared to 2007-08 include manufacturing (which suffered the maximum
reduction in growth), followed by agriculture, financing, insurance, real estate & business
services. The growth in community, social and personal services more than doubled in 2008-
09, aided by expansionary fiscal policy. Apart from this, mining and quarrying also recorded
a slightly higher growth in 2008-09.



Table 1 : GDP growth 2008-09 (at factor cost at constant 1999-2000 prices)
2007-08 %* 2008-09 "
Agriculture, forestry & fishing 4.9 1.6
Mining & quarrying 3.3 3.6
Manufacturing 8.2 2.4
Electricity, gas & water supply 5.3 3.4
Construction 10.1 7.2
Trade, hotels, transport & communication 124 9.0
Financing, insurance, real estate & bus. Services 11.7 7.8
Community, social & personal services 6.8 13.1
GDP at factor cost 9.0 6.7

The demand side of GDP also went through significant changes in composition during
2008-09. Private consumption, that constitutes 55 per cent of GDP accounted for the bulk of
the decline in growth of GDP.The growth in gross fixed capital formation also decelerated
during the year. However, due to the significant fiscal stimulus which translated into
increased expenditure in community, social and personal services, there was a tripling of the
growth in Government cconsumption expenditure. The GDP at current market prices in 2008-
09 was estimated at Rs. 53,21,753 crore and the per capita income was estimated at Rs
37,490. The Gross Domestic Savings as a percentage of GDP at current market prices was
estimated to be 37.7 per cent while Gross Capital formation was 39.1 per cent in 2007-08.

Table 2 :Components of Aggregate Demand — (computed at constant 1999-2000 prices)
2007-08 2008-09

ltem Share growth % Share growth %
Private final consumption exp. (PFCE) 57.18 85| 55.45 2.9
Government final consumption exp. (GFCE) 9.76 7.4 | 11.06 20.2
Gross fixed capital formation (GFCF) 31.61 129 | 30.24 8.2
Exports 20.25 21| 2154 12.8
Imports 24.6 6.9 | 27.33 17.9
GDP market prices (base 1999-00) 9.1 6.1

Growth in 2009-10

The Indian economy grew 6.1 per cent in the first quarter of (April-June) 2009.
Sectoral growth for Agriculture, Industry and Services sectors during this period were at 2.4
per cent, 5 per cent and 7.8 per cent, respectively in comparison to 3 per cent, 6 per cent and
10.2 per cent respectively in Q1 2008-09. India's gross domestic production had grown 7.8
per cent in the April-June quarter a year earlier. There is a comparative (2009/10 vs. 2008/09)
sectoral upturn evident in mining and electricity sub-sectors. The agricultural growth of 2.4
per cent had been compiled based on growth in production estimates of rice ( 3.8 per cent),
wheat( 2.6 per cent), coarse cereals(25.6 per cent) and pulses (18.2 per cent), for Rabi season
(2008/09) ending June. The effects of drought may be experienced in the coming quarterly
estimates, due to poor monsoon, drop in sowing area for Kharif (2009/10), and loss in
standing crops. It may be mentioned that in 2002/03, when India last experienced drought
GDP growth had slowed down to 3.8 per cent.



QUARTERLY ESTIMATES GDP AT CONSTANT (1999-2000) PRICES
2005-06 2006-07 2007-08 2008-09 2009-10

(Rupees Crore) at constant (1999-00) prices Q1 Q1 Q1 Q1 Q1
1. agriculture, forestry & fishing 3.70%  2.80% 4.30%  3.00% 2.40%
INDUSTRY 11.10% 10.80% 9.20%  6.00% 5.00%
2. mining & quarrying 7.50% 7.20% 0.10% 4.60% 7.90%
3. manufacturing 10.70% 11.50% 10.00% 5.50% 3.40%
4. electricity, gas & water supply 7.10%  3.60% 6.90% 2.70% 6.20%
5. construction 14.50% 12.90% 11.00% 8.40% 7.10%
SERVICES 10.10% 11.60% 10.80% 10.20% 7.80%
6. trade, hotels, transport & communication 12.10% 11.90% 13.10% 13.00% 8.10%
7. financing, insurance, real estate & bus. Services 10.00% 13.40% 12.60% 6.90% 8.10%
8. community, social & personal services 6.70% 9.00% 450% 8.20% 6.80%
10. GDP at factor cost (total 1 to 8) 9.10% 9.70% 9.20% 7.80% 6.10%

After a period of drying up following the deepening of the crisis in the third quarter of
2008-09, net capital flows have recovered and current account stabilised with a surplus in the
last quarter of 2008-09. However, world trade volumes are yet to pick up and the recovery for
exports is as yet uncertain. In the current fiscal 2009-10, foreign exchange reserves increased
by US$ 28.8 billion to US$ 280.8 billion as on September 18, 2009 from the end-March 2009
level of US$ 252.0 billion. Foreign currency assets (FCA) increased from US$ 241.4 billion
at the end of March 2009 to US$ 264.4 billion as on September 18, 2009, showing an
increase of US$ 22.9 billion. Out of the total increase of US$ 22.9 billion in FCA, US$ 20.3
billion (88.5 per cent) was on account of valuation gain, reflecting the appreciation of major
international currencies against the US dollar. Exchange rate of the rupee vis-a-vis US dollar
has stabilized; the average monthly exchange rate moved in a narrow range of Rs. 48.30-
48.48 per US dollar during July-August 2009. The monthly average exchange rate for
September 2009 (up to September 25) was Rs. 48.46 per US dollar.

Liquidity constraint is not an issue at present as judged from the behaviour of call
money rates, which are by and large ruling within the repo and reverse repo corridor. The
First Quarter Review of the Monetary Policy for 2009-10 was released by the RBI on July 28,
2009 and no changes in policy rates have been made. On a year-on-year (y-0-y) basis, broad
money (Ms) growth was 19.0 per cent as on September 25, 2009 as compared to 19.5 per cent
a year ago. On a financial year basis, growth in M3 during 2009-10 (up to Sep 25, 2009) was
7.0 per cent as compared with 6.6 per cent during the corresponding period of the preceding
year. The increase in M3 growth is largely attributable to the growth in Net Bank Credit to
Government. The decline in Mg during the current financial year may largely be attributable
to a decline in the net foreign assets of the RBI which had been the main driver of growth of
reserve money in earlier years. During the current financial year the growth in bank credit has
remained low. Non-food credit during the financial year (up to September 25, 2009) has
recorded an increase of 3.7 pointing to the continued sluggishness in demand for credit by the
productive sectors of the economy. The Annual Report 2008-09 released by the RBI on
August 27, 2009 also highlights the need for revival of credit demand in the economy as a
major challenge. The Report seeks to provide a policy regime that would enable credit
expansion at viable rates while preserving credit quality so as to support the return of the
economy to a high growth path and maintain a monetary and interest rate regime supportive
of price stability and financial stability.

The growth in the overall Index of Industrial Production during April-August 2009-10
was 5.8 per cent compared to 4.8 per cent during April-August 2008-09. Manufacturing
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growth was 5.5 per cent during April-August 2009-10 as compared to 5.1 per cent during
April-August 2008-09. Mining grew at 8.4 per cent in April-August 2009-10 compared to 3.5
per cent during April-August 2008-09. Electricity grew at 6.6 per cent during April-August
2009-10 compared to 2.3 per cent during April-August 2008-09. The index for 6 core
industries (comprising crude oil, petroleum refinery products coal, electricity, cement and
finished carbon steel with a weight of 26.68 per cent in the IIP grew at 4.8 in April-August
2009-10 compared to 3.3 per cent in April-August 2008-09.

The expansionary fiscal policy stance in 2008-09 to address demand slowdown has
had a salutary effect on the real economy thus far. The impact of this expansionary policy
could be gauged in terms the three main components of demand, namely, relative share
growth and point contribution to growth. In the period 2003-04 to 2007-08, the higher
growth trajectory of the Indian economy was due to rise in both consumption and investment
demand. In 2008-09, there was a sharp deceleration in the growth in private consumption
demand to 2.9 per cent from 8.5 per cent in 2007-08. The share of private consumption was at
57.2 per cent and Government consumption at 9.8 per cent in the GDP at current market
prices in 2007-08. In real terms, thus contribution of private consumption expenditure halved
in 2008-09 to 27.0 per cent and that of Government consumption expenditure rose to 32.5 per
cent (as against 8 per cent in 2007-08). This helped arrest decline in GDP in 3 and 4™
quarters and help in achieving a growth of 6.7 per cent for 2008-09 as a whole, which
vindicates the policy stance followed.

The Budget for 2009-10 places the fiscal deficit at 6.8 per cent of GDP, which
indicates a fiscal expansion of 4.2 per cent of GDP over the levels in 2007-08 composed of
decline in non-debt receipts of 1.8 per cent of GDP (of which tax revenue was 1.2 per cent of
GDP) and a hike in expenditure of 2.3 per cent of GDP. The decline in tax-GDP ratio is
partly on account of the tax cuts implemented. These levels of expansion are short-term
responses (conform to international best practices) and are not sustainable on a long-term
basis. To address such concerns, the Medium Term Fiscal Policy Statement 2009-10 has
provided the roadmap with fiscal deficit declining to 5.5 per cent of GDP in 2010-11 and
further to 4.0 per cent of GDP in 2011-12. The 13" Finance Commission, which is scheduled
to submit its Report later this year, will lay down the roadmap for fiscal consolidation for
both the Centre and States for the next 5 years.

Prospects

The Indian policy stance, to counter the adverse impact of the global financial crisis
has been a mix of choices. Monetary policy was used for achieving financial stability and
stimulant to growth impulses and fiscal policy took care to arrest the domestic demand
slowdown and revive it. Besides, sector specific measures were also taken to address such
issues of credit availability, interest subvention etc. The level of growth in 2008-09 at 6.7 per
cent, which is one of the highest in the world, testifies the appropriateness of policy stance.

Growth projections made by multilateral and other agencies for the world in general,
and specific countries in particular, got successively lower especially after September 2008.
According to the IMF’s World Economic Outlook (WEOQ) released on April 22, 2009, the
world output is expected to decline by 1.3 percent in 2009 as a whole and recover only
gradually in 2010 by growing at 1.9 percent. In its latest update (October 2009), the IMF has
revised the projections estimating global output growth at (-) 1.1 per cent in 2009 and 3.1 per
cent in 2010 indicating the likelihood of an early recovery.
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As for India, there are positive indications that the economy may have weathered the
worst of the downturn and as a consequence of various monetary and fiscal measures overall
growth during the year 2009-10 would revive. The foreign exchange reserve position is
comfortable and India’s external debt position is also within the comfort zone. Due to base
effect of high levels of inflation last year, WPI weekly inflation has remained in the negative
zone; but the signs of hardening of prices are evident in recent months. South West Monsoon
has remained deficient notwithstanding the levels of rains in late August 2009 and the overall
deficiency as on September 2, 2009 was placed at 23 per cent of the long period average; but
the deficiency in Northwest India at 39 per cent is still high. Internal estimates by the
Planning Commission places growth in 2009-10 at (-) 2.5 per cent. Industrial growth and
growth of key infrastructure related industries like cement, electricity and coal have shown
better growth in June 2009, which is indicative of a revival.

In the medium to long term, India enjoys some unique advantages like a high saving
rate, large domestic market and demographic factors that will remain conducive to sustaining
demand. Nevertheless, the current situation warrants a close watch on various economic
indicators including the developments taking place in the international economy. There is a
need to speed up development and infrastructure projects and ensuring that bank credit is
available to all sectors, sections and units across the scale.

Balance of Payments, reserves, exchange rate and external debt

Global economic crisis

The global financial system has been under considerable strain since August 2007 on
account of the sub-prime mortgage market crisis in US, and owes to the structured investment
instruments created out of such sub-prime mortgage assets. The securitization process,
however, was not backed by due diligence and led to large-scale default. The complexity of
the instruments, the role of credit rating agencies and lax regulatory structure played a
contributory role. The high ratings assigned to certain tranches of structured instruments,
which were quickly reversed with the onset of the crisis, created a crisis of confidence among
investors and precipitated the crisis. Following the collapse of Lehman Brothers in mid
September 2008, there was a full-blown financial meltdown, which severely affected the
financial and real sectors of the developed and developing countries.

The Indian economy was not significantly affected by the global financial turmoil in
the initial stages; In fact, the initial effect was positive, as India received huge financial
institutional investors (FII) investment inflows (net) of US$ 22.5 billion during September
2007 to January 2008, as against US$ 11.8 billion during April-July 2007. This contributed to
the debate on “decoupling, however, the argument was proved unfounded as the global
financial crisis intensified and spread to India through capital and current account routes of
the balance of payments (BoP). The extent of reversal of capital flows from India was US$
15.8 billion during five months following the end of “positive shock” period in January 2008.

The direct impact of the crisis on financial sector was primarily through exposure to
toxic financial assets and the linkages with the money and foreign exchange markets. Indian
banks however had very limited exposure to the US mortgage market, directly or through
derivatives, and to the failed and stressed international financial institutions. The deepening
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of the global crisis and subsequent deleveraging and risk aversion however affected the
Indian economy leading to slowing of growth process. The impact on Indian economy,
however, was less severe in view of the predominance of domestic demand.

The overall Balance of Payment situation remained resilient despite signs of strain in
the capital account that manifested in the net reversal of Fll flows of US$ 15 billion during
fiscal 2008-09 and. The rupee depreciated by 21.2 per cent against the US dollar during fiscal
2008-09. The US dollar however appreciated by 17 per cent against the broad index (FRB,
New York) between March 2008 and March 2009, suggesting that only 5 percentage points
of the rupee depreciation was due to India specific factors.

Balance of Payments (BoP)

The signs of global financial crisis were evident in India’s Balance of Payment (BOP)
position in the year 2008-09. During the fiscal 2008-09 (April — March), trade deficit
increased to US $ 119.4 billion (10.3 per cent of GDP) as compared to US $ 91.6 billion (7.8
percent of GDP) during 2007-08. This 30.3 percent increase in trade deficit during 2008-09
over 2007-08 was primarily on account of sharp slowdown in exports and higher growth in
imports vis-a-vis exports during 2008-09. Similarly, Goods and Services deficit (i.e Trade
Balance plus Services) widened to US$ 69.6 billion (6.0% of GDP) during the period under
reference as compared to US$ 54.1 billion (4.6% of GDP) in 2007-08. Invisible balances
however showed an improvement registering 20.1percent increase in net invisibles from US$
74.6 billion (6.4% of GDP) in 2007-08 to US$ 89.6 billion (7.7% of GDP) during 2008-09,
which was mainly due to higher receipts under private transfers and software services. This
had partly negated the effect of higher Trade Deficit. The Current Account Deficit (CAD)
was US$ 29.8 billion (2.6% of GDP) in 2008-09 as against US$ 17.0 billion (1.5% of GDP)
during the year 2007-08.

Net capital flows were placed at a level of US$ 9.1 billion (0.8 % of GDP) in 2008-09
and were much lower compared with US$ 108.0 billion (9.2% of GDP) in 2007-08. All the
major components, except FDI and NRI deposits, showed decline during 2008-09 from their
level in the preceding year 2007-08. The decline was sharp in the case of portfolio flows
(from US$ 29.6 billion in 2007-08 to US$ (-) 14.0 billion in 2008-09) and short-term trade
credits to India (from US$ 17.2 billion in 2007-08 to US$ (-) 5.8 billion) as fallout of the
global crisis. The net foreign direct investment (FDI) was US$ 17.5 billion in 2008-09 as
against US$ 15.4 billion during 2007-08 showing an increase of 13.6 per cent, reflecting
confidence of international community in investment climate in India. FDI inflows were
broad based and spread across a range of economic activities like, manufacturing (21.1%),
financial services (19.4%), communication services (9.9%) etc. The Capital Account Balance
has significantly declined to US$ 9.7 billion (0.8% of GDP) during 2008-09 from the level of
US$ 109.2 billion (9.2% of GDP) in 2007-08.

The salient features of BOP developments during 2007-08, 2008-09 and Q1 of fiscal
2008-09 and 2009-10 are summarised below:

US $ Billion
Sl | Items 2007- | 2008-09 | 2008-09 | 2009-10 | %age change in Q1
08 P) (Q1) (Q1) (P) | of 2009-10 over Q1
(PR) (PR) of 2008-09
1 | Exports 166.16 175.18 49.12 38.79 -21.03
2 | Imports 257.79 294.59 80.55 64.78 -19.58




3 | Trade Balance -91.63 -119.40 -31.43 -25.99 -17.31
4 | NetInvisible 74.59 89.59 2241 20.18 -9.95
5 | Current Account Balance -17.03 -29.82 -9.02 -5.81 -35.59
6 | External assistance (Net) 211 2.64 0.35 0.08 -77.14
7 | Commercial Borrowing (Net) 22.63 8.16 1.47 -0.36 -124.49
8 | FDI (Net) 15.40 17.50 8.97 6.83 -23.86
9 | Portfolio 29.56 -14.03 -4.21 8.27 -297.8
10 | Capital Account Balance (including | 109.20 9.74 11.25 5.90 -47.56
errors & Omission)
11 | Change in Reserves (-indicates -92.16 20.1 -2.24 -0.12 -94.6
increase; + decrease) (on BOP basis)
Memo Items/Assumptions
1 | Trade balance/GDP (%) -7.8 -10.3 -10.6 -9.6
2 | Goods & Services Balance / GDP%) -4.6 -6.0 -6.7 -6.2
3 | Invisible Balance / GDP (%) 6.4 7.7 7.6 7.4
4 | Current Account Balance / GDP %) -1.5 -2.6 3.0 2.1
5 | Net Capital Flows / GDP (%) 9.2 0.8 3.8 2.2
PR Partially Revised  P: Preliminary

BoP during Q1 (April —June) of fiscal 2009-10.

The decline in exports which started since October 2008 continued during the first
quarter of 2009-10. Import payments, on a BoP basis, also continued its declining trend
mainly due to lower oil import bill. Private transfer receipts remained buoyant and increased
by 9.4 per cent to US$ 13.3 billion during Q1 of 2009-10. Exports of software services,
however, declined during Q1 of 2009-10.

Despite net invisibles surplus at US$ 20.2 billion, the large trade deficit (US$ 26.0
billion) mainly on account of sharp decline in exports led to a current account deficit of US$
5.8 billion in Q1 of 2009-10 (US$ 9.0 billion during Q1 of 2008-09). With the revival in
capital inflows to India, particularly foreign investments, the capital account showed a
turnaround from a negative balance in last two quarters of 2008-09 to a positive balance of
US$ 6.7 billion during Q1 of 2009-10.

Portfolio investment witnessed a sharp turnaround from net outflows of US$ 2.7
billion in Q4 of 2008-09 to net inflows of US$ 8.3 billion during Q1 of 2009-10. NRI
deposits also witnessed higher inflows reflecting the positive impact of the revisions in the
ceiling interest rate on NRI deposits.

There was a marginal increase in reserves on BoP basis (i.e., excluding valuation)
during Q1 of 2009-10. However, the foreign exchange reserves including valuation increased
by US$ 13.2 billion during Q1 of 2009-10 implying that the increase in reserves during this
period was mainly due to valuation gains as the US dollar has depreciated against major
currencies.

Foreign Exchange Reserves:

India’s foreign exchange reserves comprise Foreign Currency Assets (FCA), Gold,
Special Drawing Rights (SDRs) and Reserve Tranche Position (RTP) in the International
Monetary Fund (IMF). The level of foreign exchange reserves is largely the outcome of the
Reserve Bank's intervention in the foreign exchange market to smoothen exchange rate
volatility and valuation changes due to movement of US dollar against other major currencies
of the world. Foreign exchange reserves are accumulated when there is an absorption of the
excess foreign exchange flows by the RBI through intervention in the foreign exchange
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market and vice versa. Beginning from a low level of US$ 5.8 billion at end-March 1991,
India’s foreign exchange reserves increased to peak of US$ 314.61 billion at end-May 2008.
The reserves declined thereafter to US$ 251.7 billion at the end of March 2009.

The foreign exchange reserves declined from US$ 309.7 billion at the end of March
2008 to US$ 251.7 billion at the end of March 2009. Out of the total decline of US$ 58.0
billion, US$ 37.9 billion (65.3 per cent) was on account of valuation loss, reflecting the
depreciation of major international currencies against the US dollar. The remaining decline of
US$ 20.1 billion (34.7 per cent) was due to higher current account deficit vis-a-vis capital
account inflows, which could be attributed to global economic crisis. The level of foreign
exchange reserves stood at US$ 279.91 billion as on September 25, 2009.

India’s foreign exchange reserves comprise Foreign Currency Assets (FCA), Gold,
Special Drawing Rights (SDRs) and Reserve Tranche Position (RTP) in the International
Monetary Fund (IMF) The level of foreign exchange reserves is largely the outcome of the
Reserve Bank's intervention in the foreign exchange market to smoothen exchange rate
volatility and valuation changes due to movement of US dollar against other major currencies
of the world. Foreign exchange reserves are accumulated when there is an absorption of the
excess foreign exchange flows by the RBI through intervention in the foreign exchange
market and vice versa.

Foreign exchange rate

The exchange rate policy is guided by the broad principles of careful monitoring and
management of exchange rates with flexibility, while allowing the underlying demand and
supply conditions to determine the exchange rate movements over a period in an orderly
manner. Subject to this predominant objective, RBI intervention in the foreign exchange
market is guided by the objectives to reduce excess volatility, prevent the emergence of
destabilizing speculative activities, maintain adequate level of reserves, and develop an
orderly foreign exchange market.

In the fiscal 2008-09, the rupee depreciated against major international currencies,
except pound sterling, due to deceleration in capital flows and widening trade deficit. The
annual average exchange rate was Rs 45.99 per US dollar, Rs 64.98 per euro and Rs 46.22
per 100 yen, indicating depreciation by 12.5 per cent, 12.2 per cent and 23.5 per cent
respectively in 2008-09 over the annual average exchange rate during 2007-08.

The month-to-month movement of exchange rate in the year 2008-09 indicated that
the rupee depreciated against the US dollar in May-June 2008 but remained almost stable
during July-August 2008. It depreciated sharply against the US dollar during September-
October 2008 (Rs 45.56 in September 2008 and Rs 48.66 in October 2008) and moved in a
narrow range of Rs 48.63 to Rs 49.26 during November 2008-February 2009. The rupee
however recorded a depreciation of 3.8 per cent to Rs. 51.23 in March 2009 over the previous
month.

The daily movement of exchange rate during 2008-09 revealed that the rupee/US
dollar exchange rate, which was Rs 40.36 per dollar at end March 2008, crossed Rs 50.1 per
dollar mark on October 27, 2008 and depreciated further to Rs 52.1 per dollar on March 5,
2009, before recovering to Rs 50.2 per dollar on March 20, 2009.
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With the signs of recovery and return of foreign institutional investors (FlIs) flows
after March 20009, rupee has again been strengthening against US dollar. In the current fiscal,
on month-on-month basis, the average monthly exchange rate of Rupee appreciated to Rs
50.03 per US dollar in April 2009 vis-a-vis average rate of 51.23 per dollar during March
2009, indicating 2.4 percent appreciation. It has further appreciated to Rs 48.53 per US dollar
during May 2009 reflecting 3.1 per cent appreciation over an average rate of Rs 50.03 per US
dollar during the preceding month. In the month of June the average exchange rate was Rs
47.77 per US dollar, which indicates 1.6 per cent appreciation over the preceding month’s
average rate of Rs 48.53 per US dollar. In July average exchange rate was Rs 48.48 per US$,
reflecting depreciation of 1.46 per cent over average exchange rate of Rs 47.77 per US$
during the month of June 2009. In the month of August 2009, the average exchange rate of
Rs 48.30 per US dollar appreciated by 0.37 per cent over preceding month of average
exchange rate of Rs 48.48 per US dollar. During September 2009, the average exchange rate
of rupee was Rs. 48.44 showing a depreciation of 0.28 per cent over the previous month’s
average exchange rate of Rs 48.30 per US dollar.

India’s External Debt

India’s external debt stood at US$ 227.7 billion at end-June 2009, recording an
increase of US$ 3.7 billion or 1.7 per cent over the end-March 2009 level of US$ 223.9
billion. The depreciation of US dollar against other major currencies and Indian rupee
resulted in an increase of US$ 5.0 billion in external debt at the end of June 2009. Excluding
the valuation effect, the external debt at end-June 2009 would have declined by US$ 1.3
billion over the end-March 2009 level.

Long-term external debt increased by US$ 6.7 billion to US$ 187.1 billion as at end-
June 2009, while short-term debt by original maturity declined by US$ 3.0 billion to US$
40.6 billion on account of decline in short-term trade credit up to 6 months. Short-term debt
by residual maturity at US$ 89.1 billion was 39.1 per cent of total external debt at end-June
2009. At this level, the ratio of short-term debt by residual maturity to reserves worked out to
33.6 per cent.

Among the long-term debt components, NRI deposits recorded an increase of US$ 3.4
billion during the quarter ended June 2009. ECB approvals during April-June 2009 were
lower at US$ 2.7 billion (US$ 3.8 billion during April-June 2008). Reflecting the lower level
of ECB approvals/disbursements, increase in external commercial borrowings was marginal
at US$ 645 million to US$ 63.2 billion at end-June 2009.

Sovereign debt recorded an increase from US$ 54.9 billion at end-March 2009 to US$
57.4 billion at end-June 2009. Its share in total external debt posted a marginal increase to
25.2 per cent from its previous quarter level of 24.5 per cent.

India’s foreign exchange reserves provided a cover of 116.5 per cent to external debt
stock as at end-June 2009 from 112.5 per cent as at end-March 2009. The ratio of short-term
debt to foreign exchange reserves was lower at 15.3 per cent at end-June 2009 (17.3 per cent
at end-March 2009). The share of concessional debt in total external debt increased
marginally to 19.0 per cent as at end-June 2009 from 18.7 per cent at end-March 2009. Debt
service ratio for April-June 2009 stood at 5.5 per cent as against 4.6 per cent for the financial
year 2008-09.



A cross-country comparison of external debt of twenty most indebted developing
countries, based on World Bank publication ‘Global Development Finance, 2009’ indicates
that India was the fifth most indebted developing country in 2007 in terms of stock of external
debt. In terms of ratio of external debt to Gross National Income, India’s position was the
sixth lowest, with China having the lowest ratio of external debt to GNI at 11.6 per cent. The
element of concessionality in India’s external debt portfolio was the third highest at 18.2 per
cent after that of Indonesia and the Philippines.

Monetary Developments
Monetary Developments 2009-10

Taking into account the need for monetary policy to respond to slackening economic
growth, RBI’s Annual Policy Statement for 2009-10 announced in April 2009 seeks to
provide a policy regime that would enable credit expansion at viable rates while preserving
credit quality so as to support the return of the economy to a high growth path and maintain a
monetary and interest rate regime supportive of price stability and financial stability taking
into account the emerging lessons of the global financial crisis.

First Quarter review of Monetary Policy 2009-10

The First Quarter Review of the Monetary Policy for 2009-10 was released by the
RBI on July 28, 2009. No changes in policy rates have been made. The growth in Broad
Money for the year 2009-10 is expected at around 18 per cent. Consistent with this, aggregate
deposits of scheduled commercial banks are projected to grow by 19.0 per cent. The growth
in adjusted non-food credit, including investment in bonds/ debentures/shares of public sector
undertakings and private corporate sector and CPs, has been retained at 20.0 per cent as in the
Annual Policy Statement. While the Reserve Bank has maintained an accommodative
monetary stance at present, it may reverse the expansionary measures to anchor inflation
expectations and subdue inflationary pressures while preserving the growth momentum, if so
warranted

RBI’s Annual Report 2008-09

RBI’s Annual Report 2008-09 was released on August 27, 2009. The Report takes
note of the fact that real GDP growth, which had averaged at 8.8 per cent during 2003-08,
decelerated to 6.7 per cent in 2008-09. It reiterates the estimate projected in the first quarterly
review of the monetary policy for 2009-10 conducted on July 28, 2009 that placed GDP
growth for 2009-10 would be “6.0 per cent with an upward bias”. On the external sector side
it states that the latest available trends for 2009-10 indicate that current account deficit as
percentage of GDP would be lower than that in 2008-09.The need for revival of credit
demand in the economy is one of the key challenges highlighted in the Report.

Update on Monetary parameters
e On a year-on-year (y-0-y) basis, broad money (M3) growth was 19.0 per cent as on
September 25,2009 as compared to 19.7 per cent a year ago. On financial year basis,
growth in M3 during 2009-10 (up to Sep 25, 2009 was 7.0 per cent as compared with
6.6 per cent during the corresponding period of the preceding year. The increase in
M3 growth is largely attributable to the growth in Net Bank Credit to Government.
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As of September 25, 2009, there was decline in Mg on financial year basis ( -2.2 per
cent), but of year-on-year basis, it registered a meagre growth of 1.0 per cent. This is
largely attributable to a decline in the net foreign assets of the RBI which had been
the main driver of growth of reserve money in earlier years.

Monetary Aggregates
Year on Year Financial year
September 25, | September 26, End March- End March -
2009 2008 September 25, September 26,
(% change) (% change) 2009 (% 2008 (% change)
change)

MONEY
Reserve Money (MO0) 1.0 225 -2.2 3.1
Broad Money (M3) 19.0 19.5 7.0 6.6
Source: RBI

During the current financial year the growth in bank credit has remained low. Non-
food credit during the financial year (up to September 25, 2009) has recorded an
increase of only 3.7 pointing to the continued sluggishness in demand for credit by
the productive sectors of the economy.
The Annual Report 2008-09 released by the RBI on August 27, 2009 also highlights
the need for revival of credit demand in the economy as a major challenge. The
Report seeks to provide a policy regime that would enable credit expansion at viable
rates while preserving credit quality so as to support the return of the economy to a
high growth path and maintain a monetary and interest rate regime supportive of
price stability and financial stability.
Liquidity constraint is not an issue at present as judged from the behaviour of call
money rates, which are by and large ruling within the repo and reverse repo corridor
and the continued daily absorption of liquidity under LAF since November 2008. The
money market players have continued to park their funds through reverse repo
auctions. This was around Rs. 1 lakh crore till mid September 2009, where after such
reverse repo absorption has come down to around Rs 86,345 crores as on October
13, 2009.
The policy rates have remained stable in recent past.

Prices

Annual average inflation of 8.4 per cent in 2008-09 in the wholesale price index

(WPI) has been the highest in the 12 year period from 1995-96, when inflation was 8 per
cent. The five year period, 2003-04 to 2007-08, had been characterized by annual average
inflation below 5.5 per cent except in 2004-05 when it was 6.5 per cent. March 2007-08
witnessed a sharp rise in the WPI, which continued till September 2008. Thus, 2008-09
started with the headline WPI inflation close to 8 per cent, which moved into double digits in
the first week of June, peaking at 12.9 per cent in early August 2008 and decelerating to 0.8
per cent at end-March 2009.

Domestic price movements in 2009-10

The deceleration in WPI inflation in the second half of 2008-09 continued into 2009-

10, with inflation turning negative in June 2009. The volatility witnessed in the past year and
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a half has to be seen in the context of the global commodity price behavior. Reflecting the
sharp increase in global oil and metal prices, WPI inflation had risen to double digits in June
2008 and remained high until October 2008. As the global commodity prices moderated from
their peak levels, domestic prices also adjusted, setting off a converse movement in WPI
inflation. That volatility in WPI flowed largely from international commodity prices is
evident from the trend in WPI inflation excluding mineral oils and metals (weight in WPI:
15.3 per cent), which is less volatile than the overall WPI inflation.

Current week WPI inflation

Year-on-year inflation measured in terms of WPI for the week ending October 3,
2009 at 0.92 per cent showed an acceleration of 22 basis points compared to the week ending
September 26, 2009, while the index accelerated to 241.9 from 243.0 in the previous week.
Inflation had remained below zero per cent since June 6, 2009 to August 29, 2009 due to
negative inflation in non-food articles like raw cotton, oilseeds; minerals like iron ore; fuel,
power, light & lubricants like mineral oils, coal mining and electricity; manufactured
products like edible oils man-made fibres, leather & leather products, fertilizers, metals and
machinery & machine tools. The annual rate of inflation turned positive since 1% week of
September 2009. During 2008-09 it was stood at 11.49 per cent a year ago as on October 4,
2008 (Table 1) and 3.22 per cent two years ago as on October 6, 2007.

Financial Year inflation:

For the 27" week of 2009-10 ended October 3, 2009, the rise in WPI has been 5.82
per cent as compared to 5.73 per cent during the corresponding period last year. The average
inflation rate for 27 weeks of 2009-10 stood at 0.20 per cent as compared to 11.02 per cent
during 2008-09. Current price situation in WPI as compared to last year is indicated in table
1.

Table 1: Current price situation (WPI) as on October 3, 2009
Items All Primary Fuel, power, Manufactured
commodities articles light & Lub. Products
2009 2008 2009 2008 2009 2008 2009 2008
-10 -09 -10 -09 -10 -09 -10 -09
Level of Index 241.9 239.7 272.8 | 2519 | 3454 | 370.6 | 208.1 | 206.3
Per cent change
During the week -0.45 -0.66 -145 | -036 | -0.06 | -1.25 -0.19 -0.58
Last fortnight -0.58 -0.66 -1.34 | -012 | -012 | -1.25 -0.43 -0.63
Last month 0.33 -0.70 0.59 0.80 0.61 -1.51 0.10 -1.01
Inflation (52 wk avg)# 2.66 8.02 8.34 8.46 -4.32 8.58 3.08 7.63
Inflation (27 wk avg)# 0.20 11.02 7.35 1052 | -8.66 | 13.64 0.78 10.22
Financial year $ 5.82 5.73 9.56 6.38 7.60 8.43 3.58 4.46
Annual* 0.92 11.49 8.30 1291 | -6.80 | 14.49 0.87 9.79
*: Per cent change over corresponding week of last year.
$: Per cent change over March end of 2009.
#: Average of y-o-y inflation for last 52 and 27 weeks.

Disaggregated level inflation

At a disaggregated level, WPI inflation, because of food articles, is ruling high and
WPI inflation for essential commodities (weight in WPI: 17.63 per cent) is also in double
digits. Inflation in the food index and in essential commaodities in the past 8 weeks is as
below:

12



Table 2: Year-on-year inflation movement in the WPI food items (%)

Weight | Last yr. Inflation during current 8 weeks (2009-10)

Items (%) 4/10/ | 15/8/ | 22/8/ | 29/8/ | 5/9/ | 12/9/ | 19/9/ | 26/9/ | 3/10

2008 | 2009 | 2009 | 2009 | 2009 | 2009 | 2009 | 2009 | 2009
COMPOSITE 15.98 | 15.15 | 13.96
FOOD 2543 | (903 11.96 | 13811 1568 | 14,87 | 15.31
a)Food articles 15.40 10.19 | 13.29 | 14.53 | 14.80 | 15.42 | 15.64 | 16.32 | 15.45 | 13.34
al.Cereals 4.41 7.38 | 11.97 | 12.56 | 12.59 | 12.69 | 12.96 | 13.17 | 13.45 | 11.90
a2.Pulses 0.60 8.81 | 20.18 | 21.63 | 20.03 | 21.57 | 21.10 | 20.05 | 20.45 | 20.57
a3.Vegetables 1.46 12.78 | 38.38 | 44.48 | 43.72 | 42.32 | 44.85 | 49.44 | 42.99 | 23.21
a4.Milk 4.37 790 | 9.63| 9.63| 10.21 | 10.21 | 10.21 958 | 8.72 | 10.03
b. Food products 11.54 10.02 9.13 | 12.38 | 11.68 | 11.68 | 12.68 | 13.13 | 11.47 | 14.19
b1.Sugar 3.62 13.58 | 28.90 | 37.72 | 35.89 | 41.45 | 43.35 | 44.47 | 42.69 | 45.52
b2.Edible oils 2.76 1120 | -969 | -856 | -7.87 | -8.27 | -7.53 | -6.71 | -7.15| -8.08
ESSENTIAL 1754 | 17.06 | 17.33
COMM 1763 8.33 | 13.08 | 14.73 | 15.08 | 15.93 | 16.88

*: Composite index of WPI

Divergence between WPI and CPI inflation

The divergence between WPI and CPI inflation rates became more pronounced in
2009-10, with inflation in the WPI turning negative, while in the CPI, it ranged from 8.6-12.7
per cent. This is in contrast to the historical trend when CPI inflation tracked WPI inflation,
although with a lag, as retail price changes followed wholesale price changes. Recently, CPI
inflation has remained stubborn at elevated levels due to increased prices of food items,
which have a higher weight in the CPI basket than in the WPI. CPI inflation tracks the
essential commodities component of WPI inflation quite closely (Table 3). The divergence in
the price indices increases the complexity of inflation assessment.

The seasonally adjusted inflation in WPI which foreshadows coming trends in WPI
inflation and, which had been negative from September 2008 to February 2009, turned
positive in March 2009 and continues so, indicative of rising inflation in the months ahead.

Table 3: Inflation in overall & seasonally adjusted WPI, WPI essential commodities, CPI-1W, CPI-RL
Month-Year Overall WPI Seasonally adjusted WPl  WPI-essential*| CPI-IW|  CPI-RL
Aug-08 12.82 7.44 7.61 9.02 10.29
Sep-08 12.27 -2.06 7.84 9.77 10.98
Oct-08 11.06 -6.32 8.41 10.45 11.14
Nov-08 8.48 -17.76 8.66 10.45 11.11]
Dec-08 6.19 -13.35 9.36 9.70 11.14
Jan-09 4.90 -3.44 9.85 10.45 11.35
Feb-09 3.50 -5.47 10.75 9.63 10.79
Mar-09 1.20 1.97, 9.63 8.03 9.69
Apr-09 1.31 9.19 10.33 8.70 9.09
May-09 1.38 10.11] 11.88 8.63 10.21]
Jun-09 -1.01 2.41 13.24 9.29 11.26
Jul-09 -0.67 13.28 15.33 11.89 12.67
Aug-09 -0.91(P) 5.55(P) 15.19(P) 11.72 12.67
Sep-09 0.50(P) 16.02(P) 16.85(P) NR| NR

P-Provisional *: Sub-set of WPI NR: Not reported
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Outlook on inflation

The seasonally adjusted inflation in WPI (based on seasonal factors published by RBI)
foreshadows coming trends in WPI inflation. This has been negative from September 2008 to
February 2009, but turned positive in March 2009 and continues so, and is therefore indicative of
rising inflation in the months ahead.

Fiscal Position

Progress in the post-FRBMA period 2003-04 to 2007-08 was satisfactory and in broad
compliance with the targets set under the Fiscal Responsibility and Budget Management Act
(FRBMA) 2003. Central government’s fiscal deficit which was 4.5 per cent of GDP in 2003-
04 was brought down successively to 2.7 per cent of GDP in 2007-08 on a cash basis. As per
FRBMA, the fiscal deficit target for 2008-09 was 3 per cent of GDP and the Budget for 2008-
09 envisaged a fiscal deficit of 2.5 per cent of GDP. The unusual developments during 2008-
09 necessitated deviation from the above. The sharp rise in global commaodity price rise,
particularly oil prices led to higher budgetary outgo on account of subsidy on Fertilisers and a
sharp increase in below the line financing through bonds to oil marketing companies. The rise
in food subsidies had also to be accommodated. These were included in the Supplementary
Demands for Grants. The global financial meltdown necessitated the taking of pro-active
measures, particularly fiscal measures (by way of stimulus packages) that inter alia included
reduction in duties and taxes to safeguard the productive base of the economy and hike in
expenditure particularly Plan expenditure. These new commitments came on top of the first
instalment of 40 per cent of the dues to government employees released in September 2008
consequent to the implementation of the 6™ Pay Commission recommendations and
commitments on account of the farm loan waiver. Hence, the sharp fiscal expansion in 2008-
09 to a level of 6.2 per cent of GDP (Table below).

Table 1: Major Deficit Indicators of Union Government
(As percent of GDP)

Year Gross Revenue Primary
Fiscal Deficit Deficit Deficit
1 2 3 4
2003-04 45 3.6 0.0
2004-05 4.0 25 0.0
2005-06 4.1 2.6 0.4
2006-07 35 1.9 -0.2
2007-08 2.7 1.1 -0.9
2008-09 (P) 6.2 4.6 2.6
2009-10 (BE) 6.8 4.8 3.0

Negative - sign indicates surplus in deficit indicators.

Revenue deficit is the difference between revenue expenditure and
revenue receipts.

Gross fiscal deficit is aggregate disbursements net of debt repayments less
revenue receipts, non-debt capital receipts and recovery of loans and
advances.

Primary deficit is gross fiscal deficit less of interest payments.

B E= Budget estimates; P=Provisional Actuals.

Source: Budget 2009-10- Budget at a Glance and Review of Government
Accounts, 2008-09.
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The impact of this expansionary policy could be gauged in terms the three main
components of demand, namely, relative share growth and point contribution to growth. In
the period 2003-04 to 2007-08, the higher growth trajectory of the Indian economy was due
to rise in both consumption and investment demand. In 2008-09, there was a sharp
deceleration in the growth in private consumption demand to 2.9 per cent from 8.5 per cent in
2007-08. The share of private consumption was at 57.2 per cent and Government
consumption at 9.8 per cent in the GDP at current market prices in 2007-08. In real terms,
thus contribution of private consumption expenditure halved in 2008-09 to 27.0 per cent and
that of Government consumption expenditure rose to 32.5 per cent (as against 8 per cent in
2007-08). This helped arrest decline in GDP in 3" and 4™ quarters and help in achieving a
growth of 6.7 per cent for 2008-09 as a whole, which vindicates the policy stance followed.

The Budget for 2009-10 has carried forward this policy through a fiscal expansion of
4.1 per cent of GDP (over 2007-08 levels). These levels of expansion are short-term
responses (conform to international best practices) and are not sustainable on a long-term
basis. To address such concerns, the Medium Term Fiscal Policy Statement 2009-10 has
provided the roadmap with fiscal deficit declining to 5.5 per cent of GDP in 2010-11 and
further to 4.0 per cent of GDP in 2011-12. The 13" Finance Commission, which is scheduled
to submit its Report later this year, will lay down the roadmap for fiscal consolidation for
both the Centre and States for the next 5 years.

As per the latest data on Union finances released by the Controller General of Accounts,

the following were key results in the first 5 months of April - August 2009,

e Revenue Receipts (net to Centre) at Rs.157198 crore registered a decline of 2.7 per
cent as against Rs. 161511 crore in the same period of last year.

e Gross tax revenue at Rs.168276 crore declined by 11.6 per cent compared to similar
period last year.

e Tax revenue (net to Centre) at Rs.106837 crore during April-August, 2009 registered
a decline of 14.8 per cent as against Rs. 125436 crore in the same period of last year.

e Non-tax revenue at Rs. 50361 crore registered a growth of 39.6 per cent over Rs
36075 crore during similar period last year.

¢ Non-interest non-plan revenue expenditure recorded an increase of 30.1 per cent over
similar period last year.

e Plan expenditure has recorded a growth of 13.2 per cent with revenue account
showing an increase of 14.2 per cent and capital account grew at 7.1 per cent..

e Total expenditure at Rs. 343323 crore has shown a growth of 22.8 per cent during
April-August 2009 compared with similar period last year.

e Revenue deficit has increased by 58.4 per cent and constitutes 54.9 per cent of 2009-
10(BE).

e Fiscal deficit during April-August, 2009 at Rs. 182290 crore has increased by 56 per
cent compared to similar period last year constituting 45.5 per cent of 2009-10(BE).

Agriculture & Food

As per the Revised Estimates (RE) of Central Statistical Organization for the year
2008-09, the agricultural sector contributed about 17 per cent to the GDP. However, the
contribution of the agricultural sector to GDP has been declining being mostly appropriated
by the services sector. Nonetheless, agriculture sector continues to be extremely important for
the economy particularly in view of the fact that about 52 percent of the labour force
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continues to depend on this sector and therefore takes the centre stage in the Government
agenda for inclusive growth.

Quarterly estimates of GDP (Q1) in Agriculture, Forestry & Fishing in April

As per the Quarterly estimates of GDP by economic activity released by the Central
Statistical Organization, the growth originating from Agriculture & Allied activities during
April — June 2009(Q1) in 2009-10 has been 2.4 per cent as compared to 3.0 per cent during
the corresponding period of last year. The agricultural growth of 2.4 per cent has been
compiled based on growth in production estimates of rice ( 3.8 per cent), wheat( 2.6 per cent),
coarse cereals(25.6 per cent) and pulses (18.2 per cent), for Rabi season (2008/09) ending
June over the production in the corresponding season of previous agriculture year.

Agriculture Production

As per the 4" Advance Estimates released in July 2009 by the Department of
Agriculture & Cooperation, total food grain production is estimated at 233.88 million tones in
2008-09, which is higher by 1.34 percent as compared to 2007-08 final estimates (Table 1).
In absolute terms, the increase is of the order of 3.10 million tones. While the production of
kharif foodgrains is expected to be 117.70 million tones which is lower by (-) 2.69 per cent,
the production of rabi crops is expected to be 116.18 million tones which is higher by 5.78
per cent.

This needs to be viewed from the backdrop that the average annual increase of over
10 million tonnes has been recorded consecutively for the years 2004-05, 2005-06, and 2006-
07. Much of the increase in 2008-09 could be attributed to increase in the output estimates of
wheat, rice, gram, maize, barley and cereals as detailed below:

Output Estimates (Million Tonnes)
Crop 2007-08 (final 2008-09(4™ Advance | Targets % increase over final
estimates) Estimates) estimate 2007-08
Rice 96.69 99.15 97.00 2.54
Wheat 78.57 80.58 78.50 2.56
Gram 5.75 7.05 6.20 22.61
Maize 18.96 19.29 19.50 1.74
Barley 1.20 1.54 1.50 28.33
Cereals 216.02 219.21 217.50 1.48

While the food grain output estimates has been revised upwards at 233.88 million
tonnes, which is more than the final estimates of 2007-08, the production estimates of major
oilseeds and cotton, jute & mesta and sugarcane has been revised downwards as compared to
the final estimates of 2007-08.
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Oilseeds:

The 4™ advance estimates of 2008-09 put the production of nine major oilseeds at
281.57 million tones, which is 5.37 per cent lower as compared to the final estimates of 2007-
08. In absolute terms, the decline is of the order of 15.98 million tones. This is on account of
decreases in the production estimates of groundnut, seasamum, linseed, safflower, sunflower,
soya bean to the tune of 20.08 percent, 3.17 percent, 4.91 percent. 20.00 percent, 14.42
percent and 9.73 percent respectively. However, increase in production is estimated in the
case of castorseed, nigerseed, rapeseed to the tune of 5.89 percent, 4.55 per cent and 26.29
per cent respectively.

Cotton, Jute, Sugarcane

As per the 4th Advance Estimates of 2008-09, the production of Cotton, Jute & Mesta
and Sugarcane are estimated to be lower than the final estimates of 2007-08 as well as the
targeted production levels for 2008-09. The percentage decline in respect of production of
Cotton, Jute & Mesta and Sugarcane are of the order of 10.54, 7.17 and 22.10 respectively.

Situation arising out of drought/deficit rainfall:

The year 2009 has been a very difficult year for the agriculture sector and in turn for
the economy. The cumulative seasonal rainfall (1 June -30" September 2009) for the
country as a whole has been 23% below the Long Period Average (LPA). The year 2009 is
the most deficient year after 1972.

The water storage position is also a matter of concern. The live storage in 81 major
reservoirs as on 1.10.2009 stands at 90 billion cubic meters (BCM) (60% of the storage
capacity at FRL), which is 75% of the last year’s storage and 67% of the average of last 10
year’s storage. Hence the effects of drought may be experienced in the coming quarterly GDP
estimates, due to poor monsoon, loss in standing crops, drop in sowing area for Kharif
(2009/10). Various State Governments had to declare drought due to drought situation in the
country. 299 districts out of 360 districts were declared drought hit as on 1.10. 2009.
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Table 1: Agriculture Production (Million Tonnes)
Crop 2004-05 2005-06 | 2006-07 2007-08 2008-09
4th Advance Final Targets | 4th Advance
Estimates Estimates Estimates
Rice 83.13 91.79 93.35 96.43 96.69 97.00 99.15
Kharif 72.23 78.27 80.17 82.81 82.66 83.00 84.58
Rabi 10.90 13.52 13.18 13.62 14.03 14.00 14.57
Wheat 68.64 69.35 75.81 78.40 78.57 78.50 80.58
Coarse 33.46 34.06 33.92 40.73 40.76 42 39.48
Cereals
Kharif 26.36 26.73 25.61 31.70 31.89 32.60 28.34
Rabi 7.10 7.33 8.31 9.03 8.87 9.40 11.14
Pulses 13.13 13.39 14.20 15.11 14.76 15.50 14.66
Kharif 4.72 4.87 4.80 6.45 6.40 5.94 4.78
Rabi 8.41 8.52 9.40 8.66 8.36 9.56 9.88
198.36 208.60 217.28 230.67 230.78 | 233.00 233.88
Foodgrains
Kharif | 103.31 109.87 110.57 120.96 12095 | 12154 117.70
Rabi 95.05 98.73 106.71 109.71 109.83 | 111.46 116.18
Oilseeds 24.35 27.98 24.29 28.83 29.76 31.75 28.16
Kharif 14.15 16.77 14.01 19.84 20.71 19.95 17.88
Rabi 10.21 11.21 10.28 8.98 9.04 11.80 10.28
Cotton # 16.43 18.50 22.63 25.81 25.88 26.00 23.16
Jute & 10.27 10.84 11.27 11.18 11.21 11.00 10.41
Mesta # #
Sugarcane 237.09 281.17 355.52 340.56 348.19 | 340.00 271.25
(Cane)

#Lakh bales of 170 kgs each; ## Lakh bales of 180 Kgs each

The adverse rainfall condition has mainly affected the area sown under coarse cereals
mainly paddy, oilseeds, sugarcane. However, the acreage of pulses shows a positive trend.
Government has taken several steps such as the scheme of Diesel Subsidy for drought and
deficit rainfall affected areas has been announced for the drought affected States and districts
with deficit rainfall of more than 50% as on 15th July, 2009, for the period upto 30/9/09;
allocation of additional quantities of seeds to support alternate crop plan; ensuring adequate
availability of fertilizers in the areas receiving good rainfall to enhance productivity and
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production; Providing flexibility to the States to utilize funds allocated under RKVY to meet
agricultural contingent situations; Issue of advisories to farmers, etc.

The two day National Conference on Agriculture for Rabi Campaign-2009 concluded
on 25.9.09 took note of the drought situation in the country and production losses in the
kharif season. It resolved to take advance action to produce an additional 80 lakh tonnes of
foodgrains and 12 lakh tonnes of oilseeds during the ensuing Rabi season.

As an important step to assure better remuneration to the farmers, the Central
Government has announced the Minimum Support Prices (MSP) for kharif crops 2009-10 in
August 2009, with a substantial rise for various crops. Among food grains, MSP of paddy-
common and grade ‘A’- have been increased by Rs.100 (to Rs.950 and Rs.980 respectively),
arhar by Rs.300 (to Rs.2300), moong by Rs.240 (to Rs.2760) etc.

Further, the Government is committed to ensuring food security to all its citizens.
National Food Security Mission and Rashtriya Krishi Vikas Yojana were launched by the
Government to increase production and productivity of foodgrains. It is also Government’s
commitment to enact the National Food Security Act to provide by law, food security to the
citizens of the country. The consultation process on this issue is under progress.

Industry and Infrastructure

The industrial sector witnessed a sharp slowdown during 2008-09 as a consequence of
successive shocks, the most important being the knock on effects of the global financial crisis.
Though the growth of the industrial sector started to slowdown in the first half of 2007-08, the
overall growth during that year remained as high as 8.5 per cent. The industrial sector slowed
down sharply in the second half of 2008-09 with the sudden worsening of the international
financial situation and of the global economic outlook. The year 2008-09 thus closed with the
industrial growth at only 2.6 per cent as per the Index of Industrial Production (11P). The
industrial growth remained subdued for the first two months of the current financial year. The
growth in I1P started reviving during the months of June and July 2009, with rates of growth
increasing to 8.2% and 7.2% respectively.

Overall growth of industry

As per CSO press note dated 12" October 2009, the 1IP grew at 10.4% in August
2009 as compared to 1.7% in August 2008. During April-August 2009-10, 1P growth was
5.8% compared to 4.8% during April-August 08-09. The growth in [P during June and July
2009 was 8.2% and 7.2% respectively. High growth witnessed for the third month in
succession is indicative of the continuance of industrial recovery.

Sector-wise Growth

All the three major sectors- Mining, Manufacturing and Electricity- have done
well in August, 2009. The manufacturing sector grew at 10.2% in August 2009 and 5.5%
during April-August 2009-10 compared to 1.7% in August 2008 and 5.1% during April-
August 2008-09. Mining grew at 12.9% in August 2009 and at 8.4% during April-August
2009-10 as compared to 2.8% in August 2008 and 3.5% in the period of April-August 2008-
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09. The Electricity sector grew at 10.6% in August 2009 and 6.6% during April-August
2009-10 compared to 0.8% in August 2008 and 2.3% during April-August 2008-09.

Use-based industrial groups

Among the use based categories, consumer durables, intermediate goods and basic
goods registered strong growth in August 2009 as compared to August 2008. Basic Goods
grew at 10.0% in August 2009 and at 6.7% in April-August 2009-10 as compared to 3.9%
and 3.7% respectively during the corresponding periods in the previous year. The robust
growth in basic goods has been aided by 10% plus growth in electricity and mining, which
constitute much of their weight. Capital Goods growth was 8.3% in August 2009 and 3.2%
during April-August 2009-10 as against 0.9% in August 2008 and 8.3% in April-August
2008-09. The robust growth in intermediate goods is the single most important signal of a
recovery in the industrial sector. Intermediate Goods grew at 14.3% in August, 2009 and
9.2% during April-August 2009-10 as against a very low base of -5.5% in August 2008 and
1.0% in April-August 2008-09.

Consumer goods consisting of durables and non-durables grew at 8.5% in August
2009 and 3.1% in April-August 2009-10 as compared to 6.4% in August 2008 and 7.6%
during April-August 2008-09. The recovery on the demand side is evident from the
sustained robust growth in consumer durables, which grew by 22.3% in August 2009 and
18.1% during April-August 2009-10 as compared to the growth of 3.9% in August 2008
and 5.7% during April-August 2008-09. Consumer non-durables grew at 3.7% in August
2009 and -1.5% during April-August 2009-10 as compared to 7.3% in August 2008 and
8.3% during April-August 2008-09.

Table 1: Growth of IIP during April-August 2009-10
(per cent)
Industry Group Weight August | August April- April-
08 09 August August
2008-09 2009-10
Mining 104.7 2.8 12.9 3.5 8.4
Manufacturing 793.6 1.7 10.2 5.1 5.5
Electricity 101.7 0.8 10.6 2.3 6.6
Growth by use-based industrial groups
Basic Goods 355.7 3.9 10.0 3.7 6.7
Capital Goods 92.6 0.9 8.3 8.3 3.2
Intermediate Goods 265.1 -5.5 14.3 1.0 9.2
Consumer Goods 286.6 6.4 8.5 7.6 3.1
Durables 53.7 3.9 22.3 5.7 18.1
Non-durables 233.0 7.3 3.7 8.3 -1.5
General Index 1000 1.7 104 4.8 5.8

Growth in two-digit level industrial groups: In August 2009, 14 out of 17 industry groups
at the two digit level recorded positive growth. The strong growth pattern seen at the
disaggregated level is evident from the fact that while 6 industrial groups showed 10% plus
growth, three groups- food products, jute textiles and wood products- showed negative
growth and another three groups showed growth below 2% in August 2009. Importantly,
Machinery & equipment and transport equipment showed strong growth, while chemicals and
chemical products have shown clear acceleration in growth in August 09.
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Table 2:
Growth of industry product groups
(at two digit level)
Category August April-August
(2 digit) W, 2008 2009 2008-09 2009-10
Food Products 90.8 10.1 -9.6 -2.5 -12.6
Beverages, Tobacco 23.8 5.2 1.1 22.2 -3.3
Cotton Textiles 55.2 -3.0 5.0 1.2 0.7
wool, silk & m-m textiles 296 137 15.7 12 11.9
Jute Textiles 5.9 -7.6 -10.2 -6.5 -16.4
Textile Products 25.4 -2.6 16.4 4.7 9.5
Wood Products 27 10.2 -3.6 -6.7 11.8
Paper Products 26.5 3.9 1.9 3.1 2.7
Leather Products 11.4 -8.7 1.2 0.8 1.3
Chemicals 140 2.2 14.7 8.1 5.0
Rubber & Petroleum 57.3 -8.6 21.5 -4.2 13.2
Non-Met Min Products 44 -1.6 7.4 0.7 7.6
Basic Metals 74.5 9.0 8.5 6.6 7.1
Metal Products 28.1 -16.7 3.4 -0.8 -0.2
Machinery & Equipments 95.7 4.4 14.2 8.3 9.5
Transport Equipments 39.8 7.3 13.8 11.2 9.1
Miscellaneous manufacturing 25.6 -5.4 10.6 -4.0 10.8
Manufacturing 793.6 1.7 10.2 5.2 55

Six core infrastructure supportive industries

Core infrastructure-supportive sectors achieved growth rate of 7.1 per cent during
August 2009 as compared to a growth of 2.1 per cent in August, 2008. These sectors grew at
4.8 per cent during April-August 2009, compared to 3.3 per cent during April-August, 2008.
The growth of key infrastructure-supportive sectors like electricity, cement and coal has
remained robust in the current year, as seen from Table 3 below.

Table 3: Growth Rates (%) in Infra- supportive production

Weight August August Apr-August | Apr-August
Sector (%) 2008 2009 2008-09 2009-10
Crude Qil 4.17 -1.0 -2.6 -0.9 -1.3
Petro Refinery Products 2.00 25 3.0 4.8 -4.9
Coal 3.22 5.9 12.9 7.3 124
Electricity 10.17 0.8 9.8 (Y 2.2 6.4
Cement 1.99 1.9 17.6 5.0 13.5
Finished steel (carbon) 5.13 3.4 3.1 3.5 2.6
Overall 26.68 2.1 7.1 3.3 4.8
(M): This will not necessarily match the growth in electricity given in the Index of Industrial Production

Industrial Investment

The healthy growth in capital goods of 8.3% during August 2009 also points to a revival in
investment. Besides this, the inflows of foreign direct investment have sustained during the
current year. The FDI inflows during April-August 2009 was US$16.2 billion, compared to
US $16.7 billion during the corresponding period in the previous year. During August 2009,
the FDI inflows were US$ 3.3 billion, compared to US$ 2.3 billion during August 2008.
Moreover, indications are that the mobilization of resources from the primary market is also
picking up.
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On the whole, the continuance of the industrial recovery is visible from the all round growth
in different product groups. 1IP has recorded three months of healthy growth from June to
August 2009, with rate of growth crossing 10% in August 09. The continuance of the
industrial recovery in terms of demand and production is manifest in the accelerated growth in
consumer durables, intermediate goods and basic goods.

Exports and Imports

India’s greater integration with the world economy is reflected by the trade openness
indicator, merchandise trade as a percentage of GDP, which increased from 23.7 percent of
GDP in 2003-04, to 35.3 percent in 2007-08 and further to 41 percent of GDP in 2008-09. If
services trade is included, the indicator is higher at 54.2 percent in 2008-09 compared to 30.9
percent in 2003-04, reflecting greater degree of openness.

India’s trade performance during 2008-09

For the year 2008-09, an export target of US$ 200 billion was set initially, later it was
revised to US$ 175 billion. As per the latest data, during 2008-09, the value of merchandise
exports reached US$ 182.63 billion with a growth of 12.05 per cent despite global recession,
thus achieving more than the revised export target. Export growth was robust till August
2008, it became low in September and became negative from October 2008 to March 2009
due to the global recession. The main drivers of export growth during 2008-09 are gems and
jewellery, engineering goods, chemicals and related products, electronic goods and
agriculture and allied products. Textiles (excluding handicrafts) and leather exports
witnessed a positive but low growth while petroleum products, handicrafts, ores and minerals
and marine products exports registered negative growth.

During 2008-09 import growth was subdued at 15.9 per cent with growth in both
POL and non-POL imports moderating to 14.6 percent and 16.5 percent respectively.
However as the world recession worsened and import growth became negative from January
to March 2009; negative growth was registered in both POL and Non-POL imports in the last
quarter of 2008-009.
During this year high import growth was registered by fertilizers (151 percent) and edible oils
(34.32 percent) to meet domestic demand; POL (14.57 percent) due to the unusually high rise
in prices in the first half of 2008-09; pearls precious and semi precious stones (81 percent)
due to revival of gems and jewellery exports. Cereals import growth was highly negative.
Trade deficit, as per customs data, increased by 34.4 percent to US$ 119 billion in 2008-09.

India’s trade performance during 2009-10
The major Trade indicators for August, 2009 and April-August, 2009 are given in the
following table:

Growth rate % (in US dollars)
August, 2009 April-August,
2009
Exports -19.4 -31.0
Imports -32.4 -33.4
POL Imports -45.5 -47.4
Non-POL Imports -25.5 -25.9
Trade Deficit -47.0 -37.1
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During 2009-10 (April-August), exports were valued at US $ 64129 million, which was
31 per cent lower than the level of US $ 92959 million in 2008-09 (April-August). The
negative export growth which began in October, 2009 continued even in August, 2009 with
export growth at -19.4 percent. Imports during 2009-10 (April-August), were at US $
102300 million, which was (-) 33.4 per cent lower than the level of US $ 153691 million in
2008-09 (April-August). Import growth in August 2009 declined to (-) 32.4 percent
compared to August 2008. POL imports during 2009-10 (April-August) were valued at US $
28275 million, which was 47.4 per cent lower than the level of US $ 53742 million in 2008-
09 (April-August). POL imports growth in August 2009 declined to (-) 45.5 percent. POL
imports have also witnessing a negative growth since December 2008 onwards. Non-POL
Imports during 2009-10 (April-August), were at US $ 74024 million, which was 25.9 per cent
lower than the level of US $ 99949 million in 2008-09 (April-August). Non POL imports
growth in August 2009 has declined to (-) 25.5 percent. Its growth was positive upto
December 2008. Thereafter it witnessed a negative growth.

Trade Deficit for 2009-10 (April-August) was valued at US $ 38171 million which was
37 percent lower than the level of US $ 60732 million in 2008-09 (April-August).

Policy Measures taken

As there was concern on possible adverse impact of the global recession on the Indian
economy, to help export sector in general and some sectors affected or likely to be affected
by the global recession in particular. Many measures were taken including the three stimulus
packages announced in 2008-09, the measures in the Union Budget 2009-10 and Foreign
Trade Policy. These include the following:

(i) Interest subvention of 2 per cent from 1.12.2008 to 30.9.2009 to the labour intensive
sectors of exports such as textiles (including handloom), handicrafts, carpets,
leather, gems and jewellery, marine products and small and medium enterprises.
This was further extended to March 2010.

(ii) Inclusion of handicrafts items in Vishesh Krishi and Gram Udyog Yojana
(VKGUY);

(iii)Provision of additional Rs. 1,100 crore to ensure full refund of claims of
CST/terminal excise duty/duty drawback on deemed exports.

(iv)Restoration of DEPB rates for all items where they were reduced in November 2008
and increase in duty drawback rates on certain items effective from September 1,
2008.

(v) Provision of additional funds of Rs. 1,400 crore for textile sector to clear the
backlog claims of Technology Upgradation Fund (TUF).

(vi)Excise duty reduced across the board by 4 per cent for all products except petroleum
products and those products where current rate was less than 4 per cent.

(vii) Extension of the adjustment assistance scheme to provide enhanced Export Credit
Guarantee Corporation (ECGC) cover at 95% to badly hit sectors upto March
2010.

(viii) Section 10A and 10B related to Sunset clauses for STPI and EOUs schemes
respectively extended for the financial year 2010-2011. Anomaly removed in
Section 10AA related to taxation benefit of ‘unit vis-a-vis assessee’;
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(ix)Additional items allowed within the existing duty free imports entitlement for the
following employment oriented sectors;

a) 5 additional items for sports goods sector;

b) Additional items for leather garments and footwear and textile items.

(X) Measures related to service tax which include, among others, exemption from
service tax on following services linked to exports;

a) service related to transport of export goods by road from any CFS or ICD to
the port or Airport and on service related to transport of export goods by road
directly from their place of removal, to an ICD, a CFS, a port or airport;

b) services provided by Foreign Agent Commission service.

(xi) Extension of DEPB scheme upto December 2010.

(xii)  Diversification of exports to emerging markets of Africa, Latin America, Oceania
and CIS countries under Focus Market Scheme and Market Linked Focus Product
Scheme.

(xiii)  Setting up a Directorate of Trade Remedy Measures to support Indian industry
and exporters especially the MSMEs, in availing their rights through trade remedy
instruments under the WTO framework.

(xiv)  Plan to establish more diamond bourses to make India an international diamond
trading hub.

(xv)  Additional resources under MDA and MAI.

Foreign Trade Policy 2009-14

The Foreign Trade Policy 2009-14, has been released on 27.8.2009. Some important

announcements in the foreign trade sector are as follows

¢ Aim to achieve an annual export growth of 15 per cent over 2010-11 with an annual
export target of US$ 200 billion by March 2011. In the remaining three years of this
Foreign Trade Policy, the country should be able to come back on the high export
growth path of around 25 per cent per annum. The long term policy objective for
the Government is to double India’s share in global trade by 2020.

e A special thrust to the employment oriented sectors which have witnessed job losses
in the wake of recession especially in the field of textiles, leather, handicrafts, etc.

o Extension of DEPB scheme upto December 2010.

e Encouraging value addition in manufactured exports by stipulating a minimum 15
per cent value addition on imported inputs under advanced authorization scheme.

o Diversification of exports to emerging markets of Africa, Latin America, Oceania
and CIS countries under Focus Market Scheme and Market Linked Focus Product
Scheme.

e Promoting “Brand India” through six, or more ‘Made in India’ shows to be
organized across the world every year.

e Promoting Technological upgradation by importing imports of capital goods for
certain sectors like engineering & electronic products, basic chemicals and
pharmaceuticals, apparels & textiles, plastics, handicrafts, chemicals and allied
products and leather and leather products under EPCG at zero percent duty. Besides
for “status holders’ additional duty credit scrips @ 1 per cent of FOB value of past
exports will be given for procurement of capital goods with actual user condition.

e Setting up a Directorate of Trade Remedy Measures to support Indian industry and
exporters especially the MSMEs, in availing their rights through trade remedy
instruments under the WTO framework.
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¢ Implementing E-Trade project by enabling additional ports/locations under the EDI
in the next few years.

e Plan to establish more diamond bourses to make India an international diamond
trading hub.

e Additional resources under MDA and MALI.

Employment and Social Sector

Estimates on employment and unemployment are based on the latest quinquennial
round(61* round) of NSSO in 2004-05. They indicate that employment growth during 1999-
2000 to 2004-05 accelerated significantly as compared to the growth witnessed during 1993-
94 to 1999-2000. Employment growth accelerated from 1.25 per cent per annum to 2.62 per
cent per annum. However, since the labour force grew at a faster rate of 2.84 per cent than the
workforce, unemployment rate also rose. The incidence of unemployment on CDS basis
increased from 7.31 per cent in 1999-00 to 8.28 per cent in 2004-05.

The employment growth in organized sector, public and private combined, has
declined during the period between 1994 and 2006. This has primarily happened due to
decline of employment in organized public sector. Employment in establishments covered by
Employment Market Information System of the Ministry of Labour & Employment grew at
1.20 per cent per annum during 1983-94 but decelerated to 0.12 per cent per annum during
1994-2006. However, the latter decline was mainly due to a decrease in employment in
public sector establishments, whereas the private sector had shown acceleration in the pace of
growth in employment from 0.44 per cent to 0.92 per cent per annum.

Labour Bureau under the Ministry of Labour & Employment has recently released a quarterly
report on effect of Economic Slowdown on Employment in India during April-June, 2009.
This is the third in the series of quarterly reports on effect of economic slowdown on
employment in India. Main features of the report are:During the survey, 3,003 units are
covered in 21 centres spread across eleven States.
e In the current survey eight sectors viz. Textiles, Metals, Leather, Automobiles, Gems
& Jewellery, Transport, IT/BPO and Handloom/Power-loom are covered.
e At overall level, the employment has declined by 1.31 lakh during April-June, 2009
over March, 2009.
e The most affected sectors are the export oriented units especially in Textiles and
Gems & Jewellery.
¢ In the non-exporting units, the employment has in fact increased slightly during the
period under study.

Flagship Programmes

In pursuance of the objective of inclusive growth, Government has been implementing
eight flagship programmes supported by sizeable outlays. These include National Rural
Employment Guarantee Scheme(NREGS), National Rural Health Mission(NRHM) and Sarva
Shiksha Abhiyan(SSA), Mid-day Meal(MMS), Integrated Rural Development Services(ICDS),
Jawaharlal Nehru National Urban Renewal Mission(JNNURM), Rajiv Gandhi Drinking Water
Mission and the Total Santation Campaign. Together, these flagship programmes aim to
improve the livelihood of people as well as provide them with easy access to basic facilities like
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education, health, clean drinking water and sanitation. Besides, Bharat Nirman, which is an
important programme to improve the quality of life and mainstreaming of rural population has
received high priority. Budgetary outlay for Bharat Nirman was increased by 45 percent in 2009-
10 over the budgetary allocation in 2008-09.

Under Pradhan Mantri Gram Sadak Yojana (PMGSY), upto July, 2009, the total
achievement of 5539.93 km of new connectivity of road under Bharat Nirman was made
against a target of 24,000 km for the year. The achievement of upgradation and renewal was
9299.42 km and 4211.41 km respectively, totaling 13510.83 km against a target of 16000 km
for the year.

Addressing housing shortage is an important strategy of poverty alleviation in India. It
has been estimated that as in 2009, the rural housing shortage on account of houselessness and
for replacement of Kutcha houses is 281 lakhs. The Bharat Nirman Programme has recognized
and accorded due priority to the need to end shelterlessness. During 2008-09, against the total
allocation of Rs.5,645.77 crore earmarked for release to DRDAs under IAY for construction of
21.27 lakh houses, Rs.8,795.79 crore including Rs.3,050 crore given under stimulus package
has been released till March 31, 2009 and 21.05 lakh houses had been constructed during 2008-
09. In the first phase of Bharat Nirman programme, 60 lakh houses were envisaged to be
constructed over four years i.e. from 2005-06 to 2008-2009. As against this target, 71.76 lakh
houses were constructed thereby exceeding the target of Bharat Nirman. It has now been
proposed to double this figure and to construct 120 lakh houses during the next five years
period starting from the current year 2009-10.

Ministry of Power launched Rajiv Gandhi Grameen Vidyutikaran Yojana (RGGVY) as
one of its flagship programme in March 2005 with an objective to electrify over one lakh un-
electrified villages and to provide free electricity connections to 2.34 Crore rural BPL
households. This programme has been brought under the ambit of Bharat Nirman. So far,
Ministry of Power has sanctioned 568 projects for 540 districts to electrify 118,533 villages and
to provide free electricity connections to 2.46 Crore BPL rural households. As on 31st August
2009, 64,331 villages have been electrified and 68.97 lakh free electricity connections have
been released to BPL households. It is targeted to complete all the sanctioned projects before
March 2012.

NREGS, which was launched on February 2, 2006, in 200 most backward districts in
the first phase was expanded to 330 districts in the second phase during 2007-08. The
remaining 266 districts were notified on September 28, 2008, and the scheme has now been
extended to all the districts of the country. Under the programme in 2007-08, 3.39 crore
households were provided employment in 330 districts. In 2008-2009, 4.47 crore households
were provided employment and 215.63 crore person days have been generated. In 2009-10,
upto 05.10.2009, 3.05 crore households had been provided employment and 118.56 crore
person days were generated of which 30 percent went to SCs, 22 percent to STs and 51 percent
to women.

The Right to Education Act 2009

The Right of Children to Free and Compulsory Education Act, 2009 to provide for free
and compulsory education to all children of the age of 6 to 14 years received the assent of the
President on the 26™ August, 2009. The Central Government and the State Government shall
have concurrent responsibility for providing funds for carrying out the provisions of this Act.
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Unique Identification Authority of India (UIDALI)

The Cabinet on 25" June, 2009 approved the creation of the position of Chairperson,
Unique Identification Authority of India (UIDAI). Shri Nandan Nilekani later joined the UIDAI
as Chairperson in the rank of Cabinet Minister. Prime Minister on August 3, 2009 has also
constituted a Council under his chairmanship to advice the Un